Year in brief 


PHILIPPINES OFFSHORE ACQUISITION 


Husky concludes negotiations involving 33 per cent par- 
ticipation in 3.2 million acres and 100 per cent participation 
in almost three quarters of amillion acres ...... Page 4 


OFF-SHORE DRILLING PLANS 

Rigs suitable for North Sea and offshore Philippines drilling 
are being investigated for use prior to completion of con- 
tracted. fig’ yo deccs ste oe Ae ee ee Page 4 


NATURAL GAS DISCOVERY 

A natural gas discovery well is completed in the foothills 
region of southwestern Alberta. A drilling program is in 
progress in the area for further assessment ..... Page 4 


OIL, GAS PRICE INCREASES 


Western Canadian and United States crude oil prices 
increased during the year and further Canadian crude price 
increases are expected early in 1974. Prices received for 
much of Husky's natural gas have also increased and 
natural gas prices are expected to compare more closely 
with other fuelS: 7.22 3. e18206 4. ee Page 9-10 


OIL PRODUCTION ACQUIRED 
Husky acquires the interest of an oil company in 13 oil 


wells in the Altamont, Bluebell, and Cedar Rim fields of | 


eastern Utah. Acreage is also acquired for exploration 


activity... 4244046 65. ieee ee Page 10 : 


REFINERY USING WAX TYPE CRUDE 
The Salt Lake refinery begins to refine wax type crude oil 


from the nearby Uinta Basin and increases throughput | 


Capacity: 2 65.4.4 ees 2.2 eae see Page 12 


REFINERY UPGRADING PROGRAMS 


Programs for improved pollution control, for achieving a 


low-lead, no-lead gasoline capability and increasing capacity 


are nearing completion................... Page 13, 


STEEL DEMAND HIGH 
Steel operations benefited from anticipation of high demand 


in 1973. Continued high demand is expected for the forth- | 


coming year ...5.2 9% 65. 5 ee Page 21 


ANNUAL MEETING: 


The Annual General Meeting of Shareholders of 
Husky Oil Ltd. will be held in the Hyatt Regency 


Hotel in Toronto, Ontario, on May 3, 1974. Formal 
notice of this meeting and proxy material are 
enclosed. 


Highlights of operations 


FINANCIAL 


Gross operating revenues 
Cash flow from operations . 
Net earnings 
From operations . 
Extraordinary items — net 


Total 


Per common share 
Cash flow from operations 
Net earnings 
From operations 


Extraordinary items — net . 


Motali@. estes 


Growth expenditures 
Working capital at end of year 
Long term debt at end of year 


OPERATIONS 


Crude oil and equivalent gas production (barrels daily) 
Refinery runs (barrels daily) 
Refined product sales (barrels daily) 
Number of sales outlets 


1973 1972 

(Restated) 
$252,598,000 204,324,000 
49,155,000 33,820,000 
21,360,000 12,743,000 
== 2,604,000 
21,360,000 15,347,000 
5.07 3.48 
NF | 27 
— O27 
DANI 1.54 
46,736,000 35,044,000 
36,359,000 ZI232 000 
$102,844,000 101,759,000 
49 666 46,663 
50,828 48,624 
58,662 55,330 
1-270) 1,488 


To our shareholders 


Tempo in Husky increased during 1973. Production, 
refining and marketing volumes were higher while steel 
operations again showed significant progress. Our 
operational improvements coupled with price increases, 
particularly as related to crude oil, resulted in significant 
overall financial improvement. 

1973 earnings were $21.4 million or $2.17 per share 
after provision of $5.2 million for income taxes. This 
compares to $15.3 million equivalent to $1.54 per share, 
including extraordinary earnings of $2.6 million or 27 cents 
per share in 1972. 


The year’s earnings from oil operations amounted to 
2.1 cents per gallon as compared to 1.3 cents per gallon in 
1972. This profit realization is from investments in oil 
properties and refining and marketing investments of 30 
cents per gallon sold, producing a rate of return of 
approximately seven per cent on these assets. Net earnings 
from all operations provided a 14 per cent return on equity. 
For the first time our return has reached the level ex- 
perienced over the years by most other industries. The 
average return on equity to Husky over the five year period 
from 1968 to 1972 was eight per cent. 

Cash flow reached a record high in 1973 and provided for 
expanded growth expenditures. Meanwhile, long term debt 
remains at a very manageable level and bank lines of credit 
are available for prompt access as new opportunities arise. 
The annual dividend was increased early this year to 30 
cents effective with the next semi-annual payment. 

The Company's progress in 1973 was within the 
framework of two previously established objectives. The first 
is that Husky has continued to operate on a fully integrated 
basis with well developed exploration, production, refining 
and marketing activities. Second, departmental volumes are 
essentially in balance in that crude oil production levels were 
approximately equal to refining throughput and marketing 
capacity. 

In the United States an energy shortage, which had been 


foretold and was 20 years in the making, was suddenly 
recognized as an urgent problem by government, business 
and the consumer. During the year, the United States federal 
government moved to implement allocation regulations, 
price controls, conservation plans and many other programs 
to help alleviate the shortages. To date, the net effect of 
these moves has been to reduce consumption generally and, 
to a limited degree, to reduce shortages in some localities 
through redistribution from others. 


Hearings have been held and investigations conducted in 
an attempt to “blame” the crisis on one or another segment 
of the economy. Sixty federal agencies and thirty com- 
mittees of the United States congress are working on the 
problem. The result is an insurmountable coordination 
problem. Far too much of the effort is being devoted to the 
allocation and distribution of the shortages. Surely it is clear 
to everyone that there is only one actual solution — more 
supply. Progress towards that solution is presently being 
hampered by hastily formed and unstudied attitudes re- 
garding price and profit controls as well as foreign tax 
credits, depletion allowances and other incentives necessary 
to an acceleration of the search for additional petroleum 
supplies. 


In Canada, the federal government and the governments 
of the producing provinces are in a ‘tug of war” over the 
regulation of petroleum resources and the degree to which 
the government will share these proceeds with the industry. 
Saskatchewan passed legislation imposing new regulations 
regarding price, land tenure, and royalties on increased 
prices. Alberta created a marketing board to handle the sale 
of petroleum outside the province and established new 
royalty schedules for natural gas. The province has also 
indicated that new oil royalties, to be announced shortly, are 
to apply only to the incremental portion of higher oil prices. 


At this time, however, the company sees less adverse 
effects in Canada than were initially indicated. We do not 
foresee any decrease in demand for our Canadian crude 


production and our marketing and refining should continue 
to be a profitable and increasingly important segment of our 
Canadian operations. 


Although profitability is the keystone of a high level of 
living standard in North America today, there is a trend of 
thinking in both the United States and Canada that the 
major oil companies’ profits are too large. Those who hold to 
this line of thought visualize the earnings of these com- 
panies as being produced for a limited few or, somehow, lost 
to society. An objective analysis of shareholders would 
reveal that, for the most part, the ownership is in the hands 
of many individuals. This broad base of ownership is either 
through direct shareholdings, or indirectly through participa- 
tion in pension plans, union welfare plans, insurance 
companies, schools, fraternal organizations and others. 


The earnings of petroleum companies are reinvested in 
the economy, some through taxes and dividends, some for 
debt and interest, with the greatest portion by far being 
reinvested in new plants, equipment and in the search for 
and development of reserves to replace those that are 
presently being produced. 


Those who would propose some form of nationalization 
need only look at the activities currently being operated by 
the governments of both countries to realize the consumer is 
receiving less service at higher cost than under the private 
enterprise, profit motivated system. 


Political leaders in both countries must act now to 
provide an environment conducive to investment risk taking 
needed in order to stimulate the development of new 
sources of petroleum. The industry's capital requirements for 
the next twenty years are enormous. Because generation of 
only a portion is possible through earnings, the search for 
additional capital will be one of the greatest challenges to 
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industry in this decade and beyond. Success depends 
on the political leaders in Canada and the United States who 
must be willing, after careful consideration of factual 
evidence, to make “the hard decisions” that may not seem 
popular at the time. 


Husky's management believes that an immediate respon- 
sibility of the petroleum industry is the elimination of the 
“Credibility Gap” that has come about during the shortage. 
If we are successful in this, the industry will remain healthy, 
operating in the absence of unduly restrictive political 
intervention. 

Within a healthy industry, Husky is prepared for growth 
and challenges and has developed the capability, in both 
material and human resources, to turn its opportunities to 
the best advantage. 

The financial results in 1973 conformed to trends we 
reported last year and we believe these trends may well 
continue through the coming year. Still, 1974 is being 
assessed with some caution until the form of implementa- 
tion of various government plans is more clearly defined. 


Liege fHicle. 


GLENN E. NIELSON, Chairman of the Board 
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JAMES E. NIELSON, President 


FINANCIAL SUMMARY 


MILLIONS OF DOLLARS 


50 
45 


40 


Cash Flow 
From 
Operations 


35 
30 
25 


Net 
Earnings* 


nn 


0 


1964 65 66 67 


68 


Ge WO il 72 ik 


REVIEW OF OPERATIONS 


Husky’s international activity intensified in 1973 as the 
international division investigated possible participation in 
oil plays with several western European and southeast Asian 
countries and concluded negotiations with the government 
of the Philippines. In September the company acquired a 
concession involving a 33 per cent participation in 3.2 
million acres offshore the east and west sides of Palawan 
Island. 

Other negotiations led to the signing of a second 
concession agreement in the Philippines giving Husky a 
100 per cent working interest in a block covering almost 
three quarters of a million acres in the Sulu Sea. The com- 
pany is prepared to drill in this area and is presently at- 
tempting to acquire a suitable drilling rig. 

To improve coordination of our overseas exploration, the 
international division has established its headquarters in 
Houston, Texas. 

Husky has approximately 150,000 net acres in a North 
Sea exposure of 1.2 million gross acres with blocks located 


in the United Kingdom, German and Dutch sectors. The 
company was prepared to drill on petroleum licenses in the 


Exploration 


United Kingdom sector during 1973. A drilling rig con- 
tracted for the purpose, however, was delayed in construc- 
tion and is not as yet available. We are now investigating 
the availability of other rigs for both the United Kingdom 
and German waters for use prior to completion of our 
contracted rig. After assessment of geological and geo- 
physical work done to date, the company presently antici- 
pates participation in the drilling of eight to ten exploratory 
wells in the North Sea. 


Other off shore holdings include two blocks off the coast 
of Sicily in the Mediterranean Sea. 


North American 
North American exploration holdings cover more than 16 
million gross acres. Of these, 5.3 million are net to Husky. 


In the area of the Quirk Creek gas field of the 
southwestern Alberta foothills, natural gas was discovered 
2,000 feet below the currently producing zone. At year end, 
the discovery well had been completed and, to further assess 
the area, a series of wells is planned. In December a second 
well scheduled for a deeper zone was prevented by 
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mechanical difficulties from reaching its objective depth and 
a third well is presently drilling. 


Evaluation of Husky’s 50,000 acre Athabasca Tar Sands 
block near Fort McMurray, Alberta, which included a twelve 
well stratigraphic program last year, is continuing with 35 
Stratigraphic tests scheduled for the 1973-74 winter drilling 
season. The overall drilling program is designed to define the 
extent of the deposit and to determine the depth of the 
overburden. The company has now completed a 
Stratigraphic test on virtually every section of these holdings 
to ascertain the extent of those areas which may be mined, 
as compared to areas requiring in situ techniques. 


At Lloydminster, 28 wells and ten stratigraphic tests 
comprised the 1973 portion of a continuing exploration 
program. Results were three oil wells and seven indicated 
producers which are to be production tested in 1974. 


The company has in excess of one million net acres in 
several blocks off Canada’s east coast extending from the 
northern tip of Labrador southward on the east side of 
Newfoundland to Cape Breton. It is expected drilling will 
commence on the Cape Breton block during the summer 
of this year. 


In the United States, the second phase of a farmout 
arrangement to another company, involving the drilling of 


gas wells free to Husky's interest in the Wattenberg Field 
near Denver, Colorado, was completed during the year. Forty 
of the forty-one wells drilled since the beginning of the 
project are low volume, long life gas wells that will be tied 
into a gathering system. Husky and its partners have the 
option of converting a royalty interest in these wells to a 75 
per cent working interest. The group has_ substantial 
remaining acreage in the area on which exploration 
programs will be continued in 1974 


Acreage positions in the Green River Basin area of 
southwestern Wyoming have been increased with the 
drilling of a 13,000 foot test in 1973 which earned a 70 per 
cent working interest in 75,000 acres in the northern sector. 
Over the year, nine farmout wells were drilled to shallow 
depth in this area in addition to two wells in which Husky 
participated. Two deep tests are budgeted for 1974. 


In a continuing program, further evaluation of Husky's 
acreage positions was gained in the year as farmouts and 
other arrangements resulted in the drilling of 113 other 
wells in which Husky had no direct working interest. 
Activities included wildcat operations in Utah, Colorado, 
New Mexico, Kansas and in the Powder River Basin of 
Wyoming. The company also participated in exploratory 
tests in New Mexico, Indiana, Colorado, and Nebraska. 

1973 was another year of active exploration for Husky as 
the company participated in a total of 60 gross exploratory 
wells (40 net). Completions included one gas well in British 
Columbia, three gas wells in Alberta, and five gas and five oil 
wells in Saskatchewan. 
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Crude oil and natural gas production reached a record 
49,700 barrels a day, an improvement of 3,000 barrels a 
day over 1972. Some 2,000 barrels a day of the total 
increase came from Lloydminster and the remainder of the 
increase was mainly due to successful operation of 
waterflood secondary recovery programs in the Rocky 
Mountain area of the United States although there were 
some increases in other Canadian fields. 


At Lloydminster, the reserves of heavy crude oil occur in 
many separate formations and are contained in reservoirs of 
varying size. At the crude oil prices available prior to 1973, 
production of the thinner formations was uneconomic or, 
in some cases, marginal. As crude prices increased in the 
course of 1973, development of the thinner formations 
became economic. As a result, additional drilling sites have 
been added to the backlog of locations for future drilling the 
company has consistently maintained in the area. With the 
higher prices, our Lloydminster drilling program was expand- 
ed during the latter half of 1973, and 136 development 


Production 


wells were drilled by year-end. Of these, 116 are producing 
wells and 15 others, not fully completed at year-end, are 
probable producers. 


Programs to increase recovery through injection of water 
in 1973 continued to provide significant improvement to 
production volumes. The experimental in situ combustion 
techniques going forward over some 600 acres at Aberfeldy, 
Saskatchewan, and at Golden Lake where the project is 
being expanded, are similarly showing encouraging results. 
Often referred to as ‘’Fireflood’”, Husky’s in situ combustion 
technique Is basically the ignition and controlled burning of a 
portion of the oil below the surface to stimulate the 
movement of more oil toward the producing well bores. 


Crude prices in effect in December of 1973 provide 
economic justification for continuation of conventional 
production programs at Lloydminster. Added benefits from 
future price increases to the producer over a period of time 
could encourage greater production increases. The extent of 
the 1974 drilling program will be influenced by government 
wellhead price provisions which have not yet been specified 


in adequate detail. In the Lloydminster area, over the years, 
initial well production has shown consistent significant 
improvement while the company has been increasingly 
successful in recovering the heavier gravity oils. 


Western Canadian crude oil prices paid to the producers 
were increased by 25 cents per barrel in May and by an 
additional 40 cents per barrel in August for an aggregate 
price increase of 65 cents per barrel effective over the latter 
months of the year. Although prices were voluntarily frozen 
in the latter part of 1973, further increases in crude prices 
are expected in 1974. The degree to which producers may 
benefit from these price increases will depend on the effects 
of incentives — still to be defined — in recent 
Saskatchewan government legislation and on the new 
royalty schedules applicable only to price increases to be 
introduced in Alberta. 

International oil prices had surpassed Canadian prices 
when the voluntary price freeze was inaugurated in Canada 
and the federal government instituted a tax equivalent to the 
differential on exported crude. The export tax is now $6.40 a 
barrel, effectively creating a two-tier price system for 
Canadian crude oil. 
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In the United States, crude oil price increases occurred 
over the year more frequently and to a higher level. With 
some variation in different fields, prices for “new” and 
‘stripper’ oil rose to as much as $10.00 per barrel. Old oil 
prices increased during the year to a government imposed 
price ceiling averaging about $5.35 per barrel. These 
increases occurred, in major part, late in 1973 and will have 
effect primarily on 1974 operations. 


Prices of most of Husky’s Canadian natural gas increased 
during 1973 and further increases have been agreed to, or 
are under negotiation, in 1974. Although the price increases 
negotiated in 1973 in respect of Husky are upward to the 
extent of fifty to sixty per cent, the Alberta government has 
indicated its desire that the price of natural gas should 
continue to increase beyond that level until it reaches a 
utility value equivalent to competing fuels. On this subject of 
utility value of natural gas, the Canadian federal government 
seems to be in agreement with Alberta. 


The average price for natural gas in Alberta is presently 
less than 25 cents per thousand cubic feet. Most of our 
Canadian gas is subject to price renegotiation in 1974. 
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Negotiations already completed on part of this gas re- 
sulted in price increases greater than those received in 
1973. Application of recent newly published Alberta 
Government Royalty Regulations to “old”, or currently 
producing, gas indicates that more than fifty per cent of 
price increases will be received by the companies until the 
price reaches 72 cents per thousand cubic feet. Above that 
level the company portion of the total price will decrease. 
“New” gas will have lower royalty rates. The major portion 
of Husky’s Canadian natural gas is produced in Alberta. 


In 1973, Husky acquired the interest of an oil company in 
13 existing wells together with exploration acreage in the 
Altamont, Bluebell and Cedar Rim Fields in the Uinta Basin 
area of eastern Utah. 

Husky's production activity for the year resulted in par- 
ticipation in a total of 180 gross development wells. Of 
these, 174 were in Canada and the remaining 6 in the 
United States. More than two-thirds of the wells were drilled 
in the Lloydminster area. 


NET OIL AND EQUIVALENT NATURAL 
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NET OIL AND GAS PRODUCTION 
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SUMMARY OF WELLS DRILLED IN 1973 


Exploratory Drilling 
Development Drilling 


Total Drilling 


Exploratory Drilling 
Development Drilling 


Total Drilling 


Gross Wells 


Oil Gas Dry Total 
5 9 46 60 
PS - 5 180 
180 9 51 240 
Net Wells 
Oil Gas Dry Total 
5.0 5.9 29.2 40.1 
720 ~ 20) 119.0 
2270 5g Sil 159.1 


Husky has four refineries. The three located in the United 
States are at Cody and Cheyenne, Wyoming and at Salt 
Lake City, Utah. The company’s Canadian refinery is located 
in Lloydminster, Alberta. 


Refining throughput increased this year to 50,800 barrels 
a day, up from 48,600 barrels a day in 1972. Refined 
product sales, also improved over 1972, were 58,700 
barrels a day versus 55,300 barrels a day last year. Light oil 
sales volumes were slightly ahead of 1972 at 37,400 
barrels a day while heavy oil sales of 21,300 barrels a day 
were 12 per cent higher than last year’s volumes. 


After conversion of facilities early in 1973, the Salt Lake 
refinery began to refine wax type crude oil from oilfields in 
the nearby Uinta Basin. The refinery now produces a low 
sulphur, high quality fuel oil along with its other products. 
We plan to continue operation on the basis of 100 per cent 
wax type crude feedstock. Additionally, a program was 
begun last fall to increase crude oil input capacity to 25,000 
barrels a day from 12,000 barrels a day and to achieve a 
low-lead, no-lead capability. The project is planned for 
completion in April 1974. 


Refining and Marketing 


A program to modernize the Cody refinery was also begun 

in late 1973. Upon completion, scheduled for May 1974 

this refinery will also be capable of production of low-le 
f 


and no-lead gasoline. At the Cheyenne refinery, recon 
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ditioning of a crude unit, completed in late Oc 


i 
increased plant capacity by 5,000 barrels a day. In 1974 


capacity at the Cheyenne plant will be approxima 
25,000 barrels a day 


Improvement of pollution control was a continuing 


priority at all refineries in 1973 and further upgrading 


planned for 1974. When all curt 


pleted, Husky will have spent a 
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took the form of n 
allocation of products and control of refining input volumes 


and refined product ratios. These measures, with whic 
Husky has fully complied, are 
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some portion of 1974. A designated goal for 1974 is the 
acquisition, through greater exploration, purchase or 
possibly merger, of additional crude supplies for the United 
States refineries including foreign crude that could be 
exchanged for domestic supplies. 

Marketing developments in recent years in Husky have 
centered on the extension of the Car/truck stop program. 
This program is a system of high gallonage, full facility 
outlets at prime locations following the interstate highways 
in the United States and along the TransCanada Highway in 
Canada. Car/truck stops offer gasoline, diesel fuel, acces- 
sories, repair and maintenance service, sanitary off-loading 
for recreation vehicles and house trailers, propane and water 
among other products and services, and are equipped to 
meet a complete range of motoring, recreation and commer- 
cial customer needs. The modern Husky-House Restaurants, 
operated in conjunction with Car/truck stops, have achieved 
a high level of customer acceptance. 


Because of mandatory product allocations, no new 
Stations are planned for the United States in 1974. The 
companys major marketing thrust will be towards a 
remodeling and rebuilding program to improve and to 
upgrade older marketing locations. New _ construction, 
emphasizing Car/truck stops, will be directed primarily to the 
Canadian market where there is no product shortage. 
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NET EXPLORATORY ACREAGE 
HOLDINGS AND RIGHTS 
ON DECEMBER 31, 1973 


Oil and Gas Properties 
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1) 231,000 net acres are subject to 
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Mining Claims and Permits 
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SUBSIDIARIES 


Gate City Steel is a wholly-owned subsidiary of Husky, 
engaged in warehousing, distribution and processing of 
steel. Anticipating exceptionally strong demand for steel 
products and services, the company was able to achieve 
record sales and earnings in 1973. At $46.2 million 
compared to $31.9 million for 1972, sales increased forty- 
five per cent. Pre-tax earnings were $5 million, up from $2.3 
million a year ago. 


Gate City Steel 


‘GATE CITY STEEL > 


“THE GOOD SERVICE PEOPLE 


OMAHA WT.1S710 


oy 
ed 


Operation of plants at capacity and the addition of new 
material handling equipment, together with generally ex- 
panded steel processing capability contributed to the finan- 
cial advances. 

Consistent with company policy of continued growth and 
market expansion, the recent acquisition of Patterson Steel 
in Tulsa, Oklahoma, brings to eleven the total number of 
steel service centers the company operates in a service area 
from Chicago, Illinois, to Boise, Idaho, south to Albuquerque, 
New Mexico and Tulsa, Oklahoma. 


Although product delivery by the entire steel service 
center industry increased over previous historic highs by 20 
per cent, demand remains strong and presently exceeds 
available supply. 


The Service Center Industry consequently expects 
sustained strong demand for its products and services in 
1974. The main limiting factor affecting growth of Gate City 
will be availability of steel from mill sources. 


GATE CITY STEEL 


THE GOOD SERVICE PEOPLE, 


Husky Industries 
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After a 14 per cent increase in 1972, Husky Industries’ 
cash operating income declined 67 per cent in 1973 and the 
wholly-owned subsidiary sustained an operating loss for the 
year. 

Husky Industries manufactures a number of brands of 
charcoal barbecue briquets — including a self-fueled, quick 
lighting variety — and some industrial carbon. The com- 
pany s market is supplied by six briquetting plants and one 
carbon plant. 

During 1973, customer demand fell sharply in the 
briquetting industry generally because of consumer 
resistance to rising meat prices. In addition, large segments 
of Husky Industries’ market areas experienced inclement 
and unseasonably cold weather periods in late spring and 
mid-summer months. 

Reduced plant production tonnage due to decreased 
demand, together with a strike at the Dickinson, North 
Dakota facility, adversely affected product costs. 

A reorganization, subsequent to year-end, has led to a 
revamping of marketing programs and the implementation 
of strict cost controls aimed at reducing overhead, selling 
and administrative expenses. 


3 BROIL "S 


HUSKY INDUSTRIES 
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Sales and operating revenues, cash flow and net earnings 
all set records for Husky in 1973 for the third consecutive 
year. Net earnings increased to $21.4 million from $15.3 
million in 1972, after providing for cash and deferred income 
taxes which increased substantially to $5.2 million from 
$0.7 million last year. Earnings per share were $2.17, an 
increase of 41 per cent from the $1.54 earned in 1972 and 
represent an historical high for the company. Cash flow from 
operations in 1973 was $49.2 million, or $5.07 per share 
compared with $3.48 per share in 1972, up 46 per cent. 
Sales revenues increased to $252.6 million, an improve- 
ment of 24 per cent over 1972. Net profit comparisons 
include the extraordinary items which added an aggregate of 
$2.6 million, or 27 cents per share, to the 1972 earnings. 


Higher volumes and prices for crude oil and natural gas 
production and for refined products, together with new highs 
for revenues and profits from steel operations were the 
major contributors to the increase in revenues and profits. 
All operating areas of the company reported improvement 
over last year except for Husky Industries where unusual 


Financial 


GROSS OPERATING REVENUES 


MILLIONS OF DOLLARS 
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conditions in 1973, together with provisions for write-offs of 
approximately $1 million, resulted in a loss in 1973. 


For the first time, Husky has become taxable in Canada 
and the 1973 provision includes $0.9 million in cash income 
taxes and $3.3 million in deferred income taxes relating to 
Canadian operations. The total provision for Canadian and 
U.S. income taxes represents 19.6 per cent of reported net 
earnings which conforms closely to the estimated effective 
rate of 20 per cent, which we reported to our shareholders 
last August. 


A comparative analysis by lines of business for 1973 and 
1972 of sales and gross revenues and of income before 
income taxes and extraordinary items is set out in the 
accompanying table. 


The principal reason for the profit increase of 7.0 per cent 
in the Petroleum Area was the significant (42 per cent) 
improvement in departmental cash income from production 
and pipeline operations. The decline shown in the line of 
business ‘Steel Warehousing, Processing and other” 
reflects the unsatisfactory performance of carbon operations 
for the year. 


GROWTH EXPENDITURES 


MILLIONS OF DOLLARS 
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$252,598,000 $46,736,000 
204,324,000 35,044,000 
184,185,000 34,656,000 
176,226,000 47,209,000 
163,493,000 39,535,000 
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, k Increase 
poene 1973% 1972% (Decrease) 
Business Sales Income Sales Income Sales Income 
Petroleum 

production, 

refining and 

marketing =75:9 89.1 76.7 82:1 (0.8) 7.0 
Steel ware- 

housing, 

processing 

and other. 24.1 1@Q8) Days Wes OS) (7,0) 

owl... 100) WOOO) TOO Toe 


GROWTH EXPENDITURES 


Exploration 


Producing properties and 


pipeline facilities 


Refining and marketing 
Steel and other facilities 


Investments and other 


acquisitions 


THOUSANDS OF DOLLARS 


no73 To72 
$10,679 8,038 
18,037 Sh SV 
ZS 8,485 
5,505 15935 
= 6,804 
$46,736 35,044 


SOURCE OF FUNDS — 1973 


Operations 


Long term debt 


Issue of shares 
Sale of assets 


Growth expenditures for 1973 of $46.7 million were $12 
million greater than in 1972. Exploration and development 
expenditures in 1973 together totaled almost $29 million. 
Of this amount $7.0 million related to continuing activities, 
largely of a developmental nature, at Lloydminster, and 
$21.7 million capital applied to other areas, including $1.9 
million outside of North America. 


Long term debt at year-end aggregated $102.8 million 
compared with $101.8 million a year ago. The small 
increase in long term debt of $1.0 million reflects both the 
sharp increase in cash flow from operations and the 
continuing high level of reinvestment of current cash 
earnings in the future growth of Husky’s ability to find, 
produce, refine and market increasing volumes of crude oll 
and natural gas. For the second consecutive year cash flow 
generated from operations exceeds the level of capital 
expenditures on the facilities required to maintain and to 
expand our operations in petroleum, steel and carbon 
products. 

Husky continues to spend substantial sums on air and 
water pollution control and in preparing to meet low and no- 
lead gasoline requirements. 

Historically, the continuous program of investment in 
assets designed to meet future needs, had until 1972, 
exceeded Husky's annual cash flow with a resulting return 
on total assets invested that was low compared to rates of 
return acceptable in other industries. 


This ratio of net earnings from operations, expressed as a 
per cent return on average total assets invested during each 
of the last five years, has now improved from a low point of 
2.5 per cent in 1970 to 7.1 per cent in 1973. While this 
rate of return has grown, it cannot yet be considered 
adequate and ought to be improved in the future. 


USE OF FUNDS — 1973 


Property, Plant and Equipment .@ 94.4% 
Retirement of Preferred Shares & 0.7% 
Dividends 


HUSKY OIL LTD. AND SUBSIDIARIES 
Consolidated Statement of Earnings 


Sales and operating revemMues ick ce eternal re rc 


Deductions 


Cost of sales‘and operating expenses ms ycae ieee teeny eee) cee ectruir er veaarne 
Selling, general and administrative expenses 


Interest (net of interest income of $592,000 
in 1:973-and $56 2:000 inal 97:2)i (ote rs) meee aeteeree c rear 


Miscellarieous:— net: sc sia eee et rc ei, ae ene rer 
Deprectation and almontiza toi iermsie men ree sist one earn en near re ne he eh ee eat AI ae 
Depletion (notes Wand 2) 9 5 veges eee eterna ee eee ere 


Minority interestiin earning Srot SUDSICIG TICS = apammemen ies: mmr nrie st ess recite nti re arene 


Earnings before income taxes and extraordinary items ..............+--0e eee eee 


Provision for income taxes (note 5) 


Current 
Deferred 


Earnings before extracndimary (te tin ave memem ae etc me mente tree trite ent tee eer greener eee 


Gain on disposallof interest in Empire;State Oil Company seen = cee arenes 


Provision for loss on disposaliofb rice t plc: mess scn neice iene ea te ct ee eee 


Net earnings (notes:2 andi) ere Fane aie i eae erent sae renege geet tse tee cara 


Earnings per common share (notes 2 and 6) 


Basic 
From operations 


Extraordinary. items: s,s. ceccic m7 eee ete ne uae Ie oka piece eee kee: te eee 


Fully diluted 
FPromiOperationS: < .ty. 555 Ge act Re oe ee 
Extraordinary items 


See accompanying notes 
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Year ended December 31, 


1973 


$252,598,000 


173,215,000 
20,606,000 


8,249,000 
1,500,000 
11,830,000 
10,624,000 


_ 226,024,000 
26,574,000 


1,914,000 
3,300,000 


5,214,000 
21,360,000 


$21,360,000 


1972 
(Restated) 


204,324,000 


143,456,000 
18,107,000 


8,637,000 
621,000 
10,029,000 
9,692,000 
309,000 


190,851,000 


13,473,000 


580,000 
150,000 


730,000 


12,743,000 
371197000 
(587,000) 


15,347,000 


UA27 
O127 


1.54 


120 
0.23 


1.43 


HUSKY OIL LTD. AND SUBSIDIARIES 


Consolidated Statement of Other Paid-in Capital and Retained Earnings 


1973 


Balance at beginning of year 
Add 
Adjustment to reflect pooling 
Ol HAMMSRESIS OWS) 2 en bee ecco a enncc on asaoenar 
Restoration of undistributable capital 
surplus provided for purchase and 
redemption of preferred shares 


$70,544,000 


Excess of consideration received over 


par value of common shares issued 2,283,000 


Credit arising from excess of provision 
in prior years for sinking fund 
redemption of preferred shares 
over cost of shares redeemed ..................... 


NEY GEGMINCS TOPUNG ERIE Goes gO Blo tag neta ww a A oo 56 on & 


72,827,000 


Deduct 


Sundry 12,000 


Reduction in value of shares issued to 
pooling of interests value of 
Keeten CharcoaliConn Day. smeeteementc tener nen ny acme 


Gashidividendston preferred’ shares’. ass ce cee 
Gashiaividends:onicommomsianeSi 0c eial-lee a Girnenanenenenenne 


Provision for redemption of preferred shares ............ 
12,000 


Balance at end of year 


$72,815,000 


See accompanying notes 


Year ended December 31, 
Other Paid-in Capital 


1972 
(Restated) 


70,482,000 


1,951,000 


72,433,000 


1,889,000 


1,889,000 
70,544,000 


Retained Earnings 


USS} 


52,683,000 


84,000 
21,360,000 


74,127,000 


612,000 
1,439,000 
419,000 


2,470,000 
71,657,000 


1972 
(Restated) 


36,081,000 


550,000 


2,783,000 


399,000 
15,347,000 


55,160,000 


644,000 
1,414,000 
419,000 


2,477,000 
52,683,000 
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HUSKY OIL LTD. AND SUBSIDIARIES 
Consolidated Balance Sheet 


ASSETS 


Current assets 


OF 9 a ee aE re Maas ras LehG ANG pL rt gh Olas yeast nase i qiatte 
Accounts:and!notesirecelViab| Cw ssemrm ata eee ee ear eee 
Inventories at lower of cost or replacement market.................. 


Prepaid expenses? facia ie Pa Wor eae Lemna Cote rere te eae ee 


Total Current.aSSets? x2 fosepes eee eee eh techs cr 


Non-current assets 


Notes and contracts receivable, less amounts due 


within one year included incurrent assets above ................. 


Sundry investments and miscellaneous assets — 


at COStIESS AMOUNTS: WITTE OTE merrier ie ear mre 


Unrecovered costs — Santa Barbara project (note2) ................ 


Property, plant and equipment — at cost (notes 1 and 3) 


Ojland:gas: propertiesrand) eqn pine item ene ne enter ene aera 


Refining, manufacturing, marketing, 


transportation tacilities*and other aSSets mame nema nena errnne 
Accumulated depreciationis vee cee eee eae ara Pe ere ee 
Accumulated depletion: (7s: eae ig een arene eet eee racer tis yer are eam 


Oralerel(oma)gorelUrord(olaerenanneiM@ gcc son kon dc no uees nav ewogdubauones 


Other assets — at cost less amounts written off 


Debt discount.and expense “4 muse ear acme eee ene ae ei ence me 


Trademarks 


28 


December 31, 


1973 


$ 6,969,000 
40,007,000 
37,857,000 

465,000 


85,298,000 


2,382,000 


2,618,000 
7,207,000 


12,207,000 


192,771,000 


145,822,000 
(80,062,000) 
(38,083,000) 

(4,474,000) 


215,974,000 


4,173,000 
599,000 
1,923,000 


6,695,000 


$320,174,000 


1972 
(Restated) 


4,451,000 
31,577,000 
29,535,000 


479,000 


66,042,000 


2,387,000 


2,957,000 


7,207,000 


12,551,000 


175,958,000 


132,484,000 
(70,886,000) 
(34,489,000) 


(6,408,000) 


196,659,000 


4,793,000 
599,000 


1,642,000 
7,034,000 


282,286,000 


Current liabilities 
Notes payable to banks 


Income taxes payable 


Cluinirevnie (aorravorm hr heymep evince 2 5 ano prem na cuaccudecadsdsuasnnacuace- 


Total current liabilities 
Long term debt (note 3) 
Deferred income taxes (note 5) 


Shareholders’ equity (note 4) 


LIABILITIES 


ACCOUTIS DEW EID ZnCl EOCIMUEC] OYNTTNES nos eo Abn ho kom Gees oabhos eo Reuse 


Cumulative, redeemable, preferred shares par value $50 each; 
authorized 623,550 shares; issued 199,813 shares; 


WRIA PAOUA TAGISH at: [ct eran eee an a ec. ones oe ERR NEA etc nn See ee 


Common shares, par value $1 each; authorized 40,000,000 shares; 
issued 9,682,825 shares; 1972, 9,547,436 shares (as restated) 


Undistributable capital surplus arising from 
purchase and redemption of preferred shares 


Othempaldaimeapitalayme wh ceca. es Arateesce bees in ceeee meek nears cuentas Gp aes) ase, 


RetaimedveanmlMGSmieed rnc xis ain eth tie cine a dau, Rue soPeRemne nya eats ao tcutlin ent iene, 


Commitments and contingencies (note 8) 


Approved on behalf of the Board 


James E. Nielson, Director 


F.R. Matthews, Director 


See accompanying notes 


December 31, 


1973 


$ 6,347,000 


1,469,000 
34,982,000 


6,141,000 


48,939,000 
102,844,000 


3,450,000 


9,991,000 
9,683,000 


795,000 
72,815,000 
71,657,000 


164,941,000 


$320,174,000 


1972 
(Restated) 


2,280,000 


971,000 
26,429,000 


__7,130,000 


36,810,000 


101,759,000 


157,000 


10,388,000 


9,547,000 


398,000 
70,544,000 


52,683,000 
143,560,000 


282,286,000 
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HUSKY OIL LTD. AND SUBSIDIARIES 


Consolidated Statement of Changes in Financial Position 


Year ended December 31, 


1973 1972 
(Restated) 
Funds were obtained from 
Net earmings: csv 5 v0 shy oo oom ak ee ete eee sce ain ane et $21,360,000 15,347,000 
Add amounts which were non-cash transactions — net .................0000% 27,795,000 18,473,000 
INKerareretnillaterolanteicekan@lelsltsnilelals: a gana nandonocSscneuneavesedoanncurvoe 49,155,000 33,820,000 
Increase in long term debt — 1973 net of retirements of 
$10,424,000; 1972 decrease net of additions of $29,682,000 .............. 963,000 (14,716,000) 
Sale of interest inj EmpirerState: OllliConnp ai Vanesa aeee ene emcnn ne ener — 25,441,000 
Issue of Commomshares. co eee eee ee 2,419,000 151,000 
Sale of assets oss ace sey ly secs nce ok een Pec ere 4,096,000 5,039,000 
Decrease in Hon-cUnTeNt MOTES eCCIV a Dl Cla ameter asst tar nn tn armors rea eee OOD _ 2,239,000 
56,638,000 51,974,000 
Funds were used for 
Additions to property, plant andiequilorme nits sie setnsnene nnn in inn nen irra ene ee 46,736,000 28,240,000 
Acquisition of interestsimisubsidlany.connOa iS iaemes snes eset eae — 6,804,000 
Retirement of preferred Shares/ sarees yearn eer gee tee a ae 336,000 1,459,000 
Dividends on shares of parent company 
Preferred °c. coc atleccivec speed lope See yt eatery SSM ey oes irc RE PIR ere re ea 612,000 644,000 
COMmmon foe os ah ch Ee eae tek ee ce 1,439,000 1,414,000 
0) i a - | a PEDO Re aid igh bo eSATA LA pod oe Ne as BAB do bes 388,000 513,000 
49,511,000 39,074,000 
Increase in working capital... 2icej ee eeee eeu et ce mee eget nr ar nace ae 7,127,000 12,900,000 
Working capitaliat beginning Of Vea ta aan niet ine nee ee 29,232,000 16,332,000 
Working capital at end of year 2 areata irene rrenietere tet a ee ee $36,359,000 29,232,000 


See accompanying notes 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Husky Oil Ltd. and subsidiaries as of December 31, 1973, and 
the consolidated statements of earnings, other paid-in capital and retained earnings and changes in financial position for 
the year then ended. Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. 


In Our opinion, subject to any adjustment which may result from the ultimate outcome of the litigation described in 
note 2 to the consolidated financial statements, these financial statements present fairly the financial position of the 
company and subsidiaries as of December 31, 1973, and the results of their operations and the changes in their financial 
position for the year then ended, in accordance with generally accepted accounting principles, which, except for the 
change in accounting policy, with which we concur, have been applied on a consistent basis, as restated (note 1). 


Fat anuriel LMM la 


Chartered Accountants 


Calgary, Alberta 
February 26, 1974 
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HUSKY OIL LTD. AND SUBSIDIARIES 


Notes to Consolidated Financiai Statements 


December 31, 1973 
(1) Accounting policies: 


(i) The consolidated financial statements include the accounts of 
all subsidiary companies, each of which was wholly owned at 
December 31, 1973. During 1973, 112,542 common shares 
were issued in exchange for all the outstanding shares of Keeter 
Charcoal Company. This transaction has been treated as a 
pooling of interests and accordingly the 1972 statements have 
been restated to include the accounts of Keeter Charcoal 
Company. Previously reported sales and net earnings have been 
increased by $2,598,000 and $283,000 respectively. The 
operations of Keeter Charcoal Company for 1973, prior to 
consummation of the transaction, were not material. The 
accounts of U.S. subsidiaries are included at $1 U.S. = $1 CDN. 


(ii) The companies employ the ‘full cost’’ method of accounting 
whereby costs and expenses of exploring for and developing oil 
and gas reserves in North America are capitalized and are 
depleted on composite unit-of-production methods based on 
proved developed oil and gas reserves as estimated by indepen- 
dent or employee engineers. 


Costs and expenses of acquiring oi! and gas interests outside of 
North America and all mining interests have been capitalized 
pending the outcome of exploration in each area of interest. It is 
expected that such costs will be depleted by the method set forth 
above if sufficient reserves are developed. Commencing January 
1, 1973, costs prior to reserve development are amortized at the 
annual rate of 20%, except that unamortized costs are written off 
on abandonment of an area whereas prior to that date costs of 
unsuccessful wells, lease and mining ciaim abandonments and 
certain exploration expenses were charged to earnings as in- 
curred. The effect of this change in accounting policy on 1973 
and 1972 earnings is not significant. Unamortized costs at 
December 31, 1973 amounted to $2,532,000. 


The costs of certain oil and gas properties include interests in 
limited partnerships and the amounts of retained production 
payments payable solely from production. As these production 
payments are property interests and not a direct liability, the 
balances are deducted from the property, plant and equipment 
accounts. Production income dedicated to these payments is 
included in earnings on a gross basis so as to reflect the gross 
income and all expenses applicable to the properties. 


In the case of certain producing lease equipment, depreciation is 
provided for by the unit-of-production method. Depreciation of 
substantially all other depreciable assets is provided for by the 
straight-line method at rates based upon their estimated useful 
lives. 


(iii) The companies’ policy is to follow the tax allocation basis of 
accounting for timing differences between net earnings and 
taxable income except for those differences related to lease 
acquisition, drilling and exploration costs. 


(2) Unrecovered costs — Santa Barbara project represents the 
unamortized cost of oil and gas leases off the coast of California 
acquired in 1968 and which expired in 1973. In February, 1969, 
the Secretary of the Interior of the United States of America 


amended the regulations relating to drilling for oll and gas on the 
outer continental shelf and imposed an unlimited liability, 
regardless of fault, for damage caused by oil escaping. The 
Secretary also suspended drilling on these leases. These actions 
made it economically and practically impossible to continue 
further exploration. As a result, exploratory operations on the 
leases were discontinued and several companies including Husky 
Oil Company of Delaware filed suit against the United States of 
America requesting repayment of acquisition and exploratory 
costs incurred or compensation for the value of the leases. The 
trial has been held and a decision is pending. In the opinion of 
counsel for the companies, it is impossible to predict the 
outcome of this litigation at this time. It is contemplated that any 
costs which are not recovered by the suit will be added to 
depletable costs. Had total costs been taken into depletable 
costs in 1973, the provision for depletion for 1973 would have 
been increased by $883,000 and earnings decreased by a similar 
amount, equal to $.09 per share. 


(3) Long term debt at December 31, 1973 consisted of: 


Husky Oil Ltd. Husky Oil 
and Company of 
Canadian Delaware and 
Subsidiaries Subsidiaries 
(Cdn. $) (U.S. $) 
Secured 
Sinking fund debentures 
6% SeriesA,1984 ... $ 12,659,000 
634% Series B, 1987 .. 17,550,000 
82% Series C, 1991 14,325,000 
9%4% term bank production 
loan payable monthly 3,501,000 
634% Serial First Mortgage 
OMCs, UGE oo no oe x 2,265,000 
5%% to 10%%, 1974 to 1984 15,884,000 
Long term lease 
ObligationSy anes el. 1,644,000 
Othe tess s Sets ten cto 53,000 1,040,000 
Unsecured 
6%4% Convertible 
Subordinated 
Debentures due 1997.. 24,203,000 
Othe Giese kage: eens 771,000 15,090,000 
48,859,000 60,126,000 
Less amounts due in one year 1-Z215;000 4,926,000 
47,644,000 55,200,000 
WES SUDSICIanlCS nanan 55,200,000 


$102,844.00 


Interest on long term debt in 1973 was $7,968,000. Certain 
properties and other assets having an aggregate cost of approxi- 
mately $222,677,000 are specifically mortgaged or pledged 
as collateral for production loans and other secured obligations. 
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The aggregate maturities of long term debt in each of the five 
years subsequent to December 31, 1973 are as follows: 
1974 — $6,141,000 


1975 — 6,971,000 
1976 — 5,225,000 
1977 — 5,496,000 
1978 — 5,337,000 


(4) During 1973, 247,931 common shares were issued, of 
which 27,539 shares were issued for cash of $422,000; 68,000 
shares were issued for assets valued at $1,200,000; 39,850 
shares were issued on conversion of $797,000 principal amount 
of convertible debentures and 112,542 shares were issued in a 
pooling of interest transaction. (See note 1) 

As at December 31, preferred shares were issued and out- 
standing as follows: 


1973 1972 
Series A—6% ....... 52,463 54,563 
SeriesB—6% ....... 147,350 153,200 


199.813 207,763 


The Series A and B preferred shares require annual sinking 
funds to redeem 2,100 Series A shares at $53.50 per share 
and 5,850 Series B shares at $52.50 per share. 


Common shares have been reserved for issue as follows: 


Shares 

Series D stock purchase warrants 273,899 

Series E stock purchase warrants 299,980 

Share! option plana 5 ace 35,250 
6%% convertible subordinated 

debentures (+..03 a0 neh eee leZOmio® 


GSiA9 279 


The Series D stock purchase warrants have an exercise price of 
$16.50 per share and expire June 30, 1974. The Series E stock 
purchase warrants have exercise prices escalating from $18.00 
to $21.00 per share expiring August 15, 1981. The stock option 
plan for officers and employees has exercise prices ranging from 
$6.77 to $12.94 per share and generally expire in the year 
following termination of employment. In 1973, options were 
exercised as to 4,470 shares for an aggregate consideration of 
$41,000. The 6%% convertible subordinated debentures are 
convertible at $20.00 per share until 1997. 


(5) For income tax purposes (Canada and United States) drilling 
and certain exploration costs are charged off as incurred. In 
Canada lease acquisition and geophysical costs are also charged 
off immediately. Depreciation and depletion deductions claimed 
for tax purposes differ from the amounts shown in the financial 
statements. Such deductions have been utilized to reduce the 
current provision for estimated income taxes in Canada to 
$900,000 and in the United States to $1,014,000. For 1973 
Canadian income tax purposes, tax depreciation is expected to 
exceed the book provision by approximately $8,800,000, result- 
ing in a provision for deferred income taxes of $3,300,000. If the 
tax allocation basis had been followed for all timing differences 
between taxable income and reported earnings in Canada, 
provisions for deferred income taxes of $8,700,000 would have 
been required ($4,100,000 in 1972) and the cumulative amount 
at December 31, 1973 would have been approximately $25.,- 
900,000. As at December 31, 1973, the company had ac- 
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cumulated earned depletion deductions of $11,700,000 for 
Canadian tax purposes. 


In 1973, the securities commissions in Canada questioned why 
the petroleum industry did not provide for tax allocation for 
drilling, exploration and lease acquisition costs and the industry 
has undertaken to prepare and submit an alternative to full tax 
allocation to the commissions by February 1974. The com- 
missions have indicated that unless they are satisfied with the 
alternative basis for departing from full tax allocation, all 
companies in the petroleum industry should be prepared to adopt 
tax allocation accounting effective in 1974 for such costs. 


For 1972, a Canadian subsidiary company in its income tax 
return claimed tax depreciation in excess of the book provision 
by approximately $400,000, resulting in a provision for deferred 
taxes of $150,000. Recently the management of the company 
decided, in view of the economic changes in Canada relating to 
the petroleum industry to apply for and has received approval to 
increase the amount of tax depreciation previously claimed in 
1972 by approximately $4,400,000. As this decision was 
recently made by management and after the original 1972 return 
was filed and accepted by the Department of National Revenue, 
the provision for Canadian income taxes (deferred) for 1973 is 
based upon the tax depreciation available in 1973 and the 
amended tax depreciation for 1972, resulting in a postponement 
of cash taxes that would otherwise be payable in 1973. 


(6) Basic earnings per common share are based on the 
weighted average number of shares outstanding during the year. 
Fully diluted earnings per share are computed as if all outstand- 
ing options, warrants or conversion privileges were exercised 
at the beginning of the year. 


(7) The company had 12 directors and 17 officers, 3 of whom 
served in both capacities. The directors’ remuneration amounted 
to $101,000 in 1973 of which $36,000 was paid by Husky Oil 
Ltd. and $65,000 was paid by Husky Oil Company of Delaware. 
The officers’ remuneration amounted to $824,000 in 1973 and 
was paid or payable by Husky Oil Operations Ltd., Husky Oil 
Company of Delaware and Gate City Steel Corporation as to 
$268,000, $483,000 and $73,000 respectively. 


(8) A subsidiary company has entered into an agreement to 
purchase not less than $23,400,000 of crude oil during the four 
year period expiring December 31, 1977. The agreement serves 
as collateral for bank borrowings ($23,400,000) of an in- 
termediary made for the benefit of the seller. The borrowings will 
be repaid by the seller if it fails to deliver the minimum amount of 
crude oil required by the agreement; such repayment by the 
seller being guaranteed by a major United States bank. 


The companies are defendants in various lawsuits at December 
31, 1973. While it is impossible to estimate the ultimate liability 
with respect to pending litigation, counsel believes there will be 
no material adverse effect on the financial position of the 
companies. 


The indebtedness of non-affiliated companies is guaranteed to a 
maximum of $3,500,000. 


Total outstanding long term lease agreements have fixed annual 
rentals aggregating $5,934,000 without regard to related rental 
income and include $1,176,000 for royalty free oil and gas 
rights in the Lloydminster area. 


HUSKY OIL LTD. AND SUBSIDIARIES 
Financial and Operating Summary 


FINANCIAL 

(thousands of dollars, except 

per share figures) 1973 1972” 1971 1970 1969 1968 1967 1966 1965 1964 
sity eadeucnek ae itvees $252,598 204,324 184,185 176,226 163,493 153,663 90,197 66,943 5372.3i7, 50,524 
Equity in earnings of Empire State 

OUkCompanVans see eee ashi eet ees c. — — 1,494 758 — = = = _- — 


Gross operating revenues 


252,598 204,324 185,679 176,984 163,493 153,663 90,197 66,943 Ssiaow 50,524 


Costs and operating, selling and 


general expenses .......... ate ; 193.821 161,563 146,683 143,770 (3674 123 10 67,401 47,463 37,544 38,416 
Interest (net of interestincome) ......... 8,249 8.637 9,887 9,261 8,264 6,981 4,486 3,068 2,101 1,479 
Miscellaneous — net .............. ; 1,500 621 (663) 702 (558) (262) (55) (100) 320 201 
Depreciation, depletion and 

AIMOUUZALLO Nee enC eye ae ces sh 22,454 19,721 18,239 15,490 15,493 14,758 10,148 9,319 7.318 6,100 
Minority interest in earnings of 

subsidiaries .......... Sera eta ce — 309 546 644 755 780 617 680 852 809 


226,024 190,851 174,692 169,867 155,628 145,367 82,597 60,430 48,135 47,005 


Earnings before income taxes and 


extraordimanvaltemSisu seis ee ee = 26,574 13.473 10,987 reli 7,865 8,296 7,600 6:53 sy, C2 3519 
Provision for income taxes 
CHGTTERIG . ¢, Rte es ee 1,914 580 WP 143 =5 == oa = a = 
Deferredarreer.cme). ef erenfeye sna ; 3,300 150 — = — — — — a — 
5,214 730 72 143 — = = = = — 
Earnings before extraordinary items ...... 21,360 12,743 10,915 6,974 7,865 8,296 7,600 6,513 sy Or 3,519 
Extraordinary items—net............. — 2,604 — (1,711) = DN 2S 708 = = = 
NeeanginGSmemetnrant sy ie< G.-.-ce caus $ 21,360 15,347 10,915 5,263 7,865 10,419 8,308 6,513 HilO2 Song 
Cash flow from operations ............. $ 49,155 33,820 29)282. 23,288 24,244 24,165 18,672 16,203 12,900 NO;O27, 
Growthrexpenditures. 9. 2..c...-..-.- 46,736 35,044 34,656 47,209 397535 36,103 39,811 31,649 21,516 24,213 
Wotkingicapitaliieme@mmr tere cee ee cns 36,359 29)232 15,999 16,750 15,388 22,901 115,072 18,783 12,094 ‘19,404 
Long term debt (including deferred 
ChECITS ewer ee fuece: es Sok ks 102,844 101,759 116,017 111,868 104,337 94,669 74,125 52,287 43,830 47,905 
Preferred shares outstanding at 
ale Val Ue area se seme er edn 745. sud ars ei 9/9911 10,388 11,826 22 12,620 12,392 27,376 2 HTD) USA 13,568 
Dividends on preferredshares ..... ‘ 612 644 665 694 716 740 1,616 233i 807 514 
Dividends percommonshare...... ne ONS OMS 0.15 OMS 0.30 0.30 0.30 OMS — “= 
Earnings per common share 
FROMmsGOeratlonSuenamermetatn es: mee ZT 27/ 1.09 0.67 0.76 0.87 0.90 0.81 0.69 0.48 
Extraordinary items—net........... — O27, — (0.18) _ 0.24 0.11 — = = 
(hotaleereerkr terete % $ PANT 1.54 1.09 0.49 0.76 edd 1.01 0.81 0.69 0.48 


Number of common shares out- 
standing (in thousands) (weighted 
average from 1968) ........ Ret , 9579 9,536 9,416 9,411 9,405 7/23} 6,644 6,431 6,244 6,208 


OPERATING 
Production — Daily Average 
Net crude oil and equivalent gas 


production — barrels ..... 49,666 46,663 42,874 36,971 35,134 34,299 29,648 25S Sz: 20,181 16,765 
Crude oil and gas liquids 

production — barrels ..... ope 43,984 41,482 38,345 33/265 31,663 30,742 Zone 22 is 17,463 14,312 
Natural gas production— MCF ....... 73,868 76,539 67,271 49,293 46,236 47,571 45,828 44518 35,173 32,000 


Refining and Marketing — 
Daily Average Barrels 


Gruderoil processed puny 4. aye ee 50,828 48,624 50,185 50,044 47,893 45,802 20,248 18.387 16,929 15,789 
Refined productsales ........ wee 58,662 55330. 5ar285 56,961 52,730 48 662 21,750 N23 18,295 18,343 
* 1972 figures have been restated to include the operations of Keeter Charcoal Company as explained in Note 1 of Notes to Consolidated os 


Financial Statements. 
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Six Months Ended 
June 30, 1973 


815 Sixth Street S.W., Calgary, Alberta 
T2P 1Y1 


TO THE SHAREHOLDERS: 


Husky’s record net earnings from opera- 
tions for the six months ended June 30 were 
$7,696,000 or 77 cents per share, up from 
$4,274,000 or 41 cents per share, restated for 
the first six months last year. 1973 earnings 
figures are after provision of $1.8 million for 
income taxes. Sales and operating revenues 
also reached a record high at $111,280,000 
versus $92,029,000 for the corresponding period 
in 1972, while cash flow from operations im- 
proved to $19,513,000 from $14,215,000 last year. 


The net earnings comparisons do not take 
into account an extraordinary credit, realized 
in 1972, of $3.2 million from Husky’s sale of its 
interest in Empire State Oil Company. 


Income and earnings improvements are 
mainly attributable to higher prices for crude 
oil, improvements in both production and 
marketing volumes and increased sales and 
profits of steel operations. 


The provision of $1.8 million for income 
taxes for the first half of 1973 reflects the sharp 
increase in production income generated in 
Canada and the expected exhaustion this year 
of the carry-over of tax deductions arising from 
intangible exploration costs incurred in prior 
years. In accordance with an opinion on ac- 
counting principles, applicable to interim fi- 
nancial reporting and released in the second 
quarter, the estimated effective tax rate for the 
full year is to be applied to all reported earn- 
ings. This rate is now estimated to be approxi- 
mately 20 per cent. 


Production of crude oil and equivalent 
natural gas averaged 48,200 barrels a day, an 
improvement of 3,400 barrels a day, or eight 
per cent over the first half of 1972. 


After three separate Western Canadian 
crude oil price increases totalling 55 cents per 
barrel between November, 1972 and May, 1973, 
a fourth price increase of 40 cents per barrel 


HUSKY ( 
and Sub: 
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(with comparative 


FINANCIAL 


Income \ 
Sales and operating revenues . 


Deductions 
Cost of sales and operating expenses . 
Selling, general and administrative expenses 
Interest (net of interest income of oer 000 
in 1973 and $292,000 in ae aw, & ; 


Miscellaneous — net. 
Depreciation and amortization . 
Depletion 


Minority interest in earnings of subsidiaries ; 


Net earnings before income taxes. . 
Provision for income taxes — note (2) . 


Net earnings before extraordinary item . 
Gain on disposai of interest in Empire State 
Oil Company Me ie ee 


Net earnings . 


OPERATING (Daily Averages) 


Crude oil and equivalent oar 
production — bbls. . 
Crude oil and gas liquids — — bbls. 
Natural gas — mcf . ec oe 

Refining throughput — bbls. . 

Refi! ned product sales — bbls. 


Notes: 
(1) Figures are unaudited and accounts of U.S. subsidiaries 
(2) Includes $930,000 of deferred income taxes in 1973. 


(3) During the first quarter, Husky acquired all of the ou’ 
pooling of interest basis. Figures for 1972 have been 
reported net earnings have been increased by $245,00( 


(4) Basic and fully diluted earnings per share based on S 


From operations 
Extraordinary item 


Total 


L LTD. 
diaries 
ATING SUMMARY 


led June 30, 1973 
sures for 1972) 


Increase 
1972 (Decrease) 
1973 (Restated) % 

$111,280,000 $92,029,000 Pa) 
76,837,000 64,300,000 20 
9,949,000 8,749,000 14 
4,052,000 4,454,000 (9) 
381,000 ,000 = 
5,207,000 5,088,000 2 
5,358,000 4,549,000 18 
— 210,000 = 
101,784,000 87,436,000 16 
9,496,000 4,593,000 = 
1,800,000 319,000 aes 
7,696,000 4,274,000 80 
— 3,200,000 a 

$ 7,696,000 $ 7,474,000 3 
48,196 44,784 8 
42,834 39,272 9 
79,114 81,462 (3) 
47,332 46,879 1 
50,946 44,612 14 


re included at $1 U.S. = $1] Canadian. 


nding common shares of Keeter Charcoal Company on a 
stated to include the operations of Keeter and previously 
r 3¢ per share. 


on 3500 of the CICA Handbook are: 


Basic Fully Diluted 
O72. 1972: 
973 (Restated) 1973 (Restated) 
O77 0.41 (07/2 0.41 
— 0.34 — O29 
0.72 0.70 


was announced August 1 this year. An aggre- 
gate price increase of 95 cents per barrel, there- 
fore, has become effective on Canadian crude 
in the course of the past ten months. Over the 
Same period crude oil price increases of 30 
cents per barrel to 65 cents per barrel have 
occurred in the United States. 


A price increase of nine cents per thousand 
cubic feet, representing an improvement of 
more than 50 per cent, will apply to almost half 
of Husky’s Canadian natural gas production by 
an effective date of November 1, 1973, as a 
result of contract renegotiations completed 
earlier this year. 


Refining throughput for the six months at 
47,300 barrels per day was slightly up from 
46,900 barrels per day last year. For the first 
half of 1973 the volume of light oil sales was 
six per cent higher than the comparable period 
in 1972 and heavy oil sales were up 16 per cent. 


A $5.5 million modernization and expan- 
sion program at the Salt Lake refinery which 
will increase throughput capacity to 22,000 bar- 
rels a day will begin in the third quarter and is 
scheduled for completion by April 1974. 


Although some increases in light oil pro- 
ducts, together with a capability of producing 
low-lead and no-lead gasoline will result from 
the program, the major refinery volume in- 
crease will be the production of a low sulphur, 
high quality fuel oil. In addition, modifications 
now underway at the Cheyenne, Wyoming re- 
finery will increase throughput capacity there 
by 5,000 barrels a day. 


In continuing exploration activity in the 
Quirk Creek area of southern Alberta, a natural 
gas well has been cased to its total depth at 
14,000 feet and a number of zones are being 
evaluated. A second exploratory well is now 
drilling in the area at a site located seven miles 
southeast of the original location. 


In the Green River Basin area of Wyoming, 
the first well of a three well option program is 
now drilling in the northern sector. The pro- 
gram will proceed on a well-by-well basis, and 
the drilling of all three wells would earn the 
company a 70 per cent working interest in 
approximately 150,000 additional acres in this 
area of continuing Husky exploration activity. 


In the central portion of the Green River 
Basin, an arrangement has been concluded 
with another company in which Husky will ob- 
tain full evaluation information from a ten well 
drilling program begun by that company in the 
second quarter. In widespread locations, three 
wells will be on Husky acreage and three wells 
will offset Husky acreage. Husky’s contribution 
to the program is a 50 per cent working interest 
to the depth drilled in approximately 14,000 
acres. 


In West German and Dutch waters of the 
North Sea seismic surveys are complete. Drill- 
ing activity, in both the United Kingdom and 
rena) sectors, is now expected to begin in 


Husky has filed applications for interna- 
tional permits and concessions and has con- 
ducted active negotiations related to other 
opportunities in international areas during the 
first half of 1973. Close attention to these and 
other international developments will continue 
in the third and fourth quarters. 


Cs 


Sincerely, 


Cpr 6 ee 


James E. Nielson, President 


August 13, 1973 
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CONSOLIDATED STATEMENT OF SOURCE 


AND USE OF FUNDS 


For the Six Months Ended June 30, 1973 


(with comparative figures for 1972) 


Funds were obtained from: 
Net earnings . eee eee ; 
Add: Amounts which were non-cash WaReac tone — eg , 


Net cash income from operations 

Sale of interest in Empire State Oil Comes 
Issue of common shares 

Sale of assets 


Increase (decrease) in long term debt — net OF Percents 
of $4,708,000 in 1973 and $33,721,000 in 1972 es, 


Funds were used for: } 
Additions to property, plant and equipment . 
Acquisition of interest in a subsidiary company . 
Retirement of preferred shares 
Dividends on shares of parent company 

Preferred 
Common : 
Dividends to ramont Bribes acta 
Increase (decrease) in non-current notes receivable 
Other 
\ 
Increase in working capital ; 
Working capital at beginning of period 


Working capital at end of period . . . . . ae, 
1 


1973 


$ 7,696,000 


11,817,000. 


19,513,000 


55,000 
1,118,000 


1,831,000 


22,517,000 


18,071,000 


—sJ 


419,000 


309,000 
716,000 

64,000 
459,000 


20,038,000 
~ 2,479,000. 
_ 29,232,000 © 
$31,711,000 
— ; 


See footnotes to the Finapelal and Operating ase 


1972 
(Restated) 


$ 7,474,000 
6,741,000 


14,215,000 


25,450,000 
9,000 
1,689,000 


(6,244,000) 


35,119,000 


13,325,000 
5,090,000 
1,339,000 


328,000 

707,000 
84,000 

(733,000) 
75,000 


20,215,000 


14,904,000 
16,332,000 


$31,236,000 


ALCRAFT + 
UTHOORAPHE 


CALGARY 


DIN CANADA 


